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DEPARTMENT OF WORKFORCE DEVELOPMENT
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FROM: Stephen M. Dow

Policy Analysis & Program Implementation Unit
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PRIORITY: Medium

SUBJECT: INDIVIDUAL DEVELOPMENT ACCOUNT (IDA) PROGRAMS

EFFECTIVE DATE: Immediately

PURPOSE
This memo:

1. Provides information about new Individual Development Account (IDA) Programs that
have received funding from federal agencies and that provide a valuable resource for low-
income residents.

2. Encourages W-2 Agencies and staff to work with IDA Programs in their communities

3. Clarifies treatment of IDA accounts in determining eligibility for W-2, Food Stamps (FS)
and Medical Assistance (MA).

IDA Programs help individuals:

establish a relationship with a financial institution.

open savings accounts.

establish a pattern of saving.

build assets.

receive “matching funds” for investment in certain qualifying assets such as
purchasing a home, starting a business, or pursuing post-secondary education.

* & & o o

BACKGROUND
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While IDAs are an authorized activity under federal Temporary Assistance for Needy Families
(TANF) law, Wisconsin has not chosen to implement a statewide IDA program under the TANF
plan. However, several W-2 agencies submitted plans to use Community Reinvestment funds
for IDAs. The Department’s Plan to include IDAs under Community Reinvestment has recently
received federal acknowledgement, so additional agencies may also choose to develop IDAs
with Community Reinvestment funds.

In addition, the federal Department of Health and Human Services, Office of Community
Services, has announced grants to organizations in Wisconsin to establish IDA Programs. The
federal Office of Refugee Resettlement has also awarded grants to Wisconsin agencies to
create IDA Programs serving refugees.

Several Wisconsin community based agencies (Community Action Agencies, United Migrant
Opportunity Services, Wisconsin Women'’s Business Initiative Corporation, and Lao Family
Community) have received grants under these federal programs.

The names, addresses, and phone numbers of the organizations receiving federal IDA grants
are attached.

THE IDA PROGRAM

IDAs are restricted/dedicated savings accounts opened at participating financial institutions
(banks & credit unions) by eligible low-income persons. Eligible persons regularly deposit
portions of their earned income to their IDA account. Withdrawals of funds from the IDA
account and the receipt of "matching funds" from the IDA Program is limited to qualified
"investments" for the purchase of a home, starting a small business, or post-secondary
education. (Federal funding from the Office of Refugee Resettlement may also be used to
assist persons to purchase an automobile or a computer if needed to obtain or maintain
employment.)

Local IDA Programs recruit participating financial institutions, recruit and select eligible IDA
participants, provide financial literacy training and asset-use training (such as home buying

seminars or business start-up assistance), approve/certify the use of IDA account funds and
provide matching funds for qualifying withdrawals from the IDA Account.

IDA PARTICIPANT ELIGIBILITY CRITERIA

Assets For Independence Act

Federal funding from the Office of Community Services will enable grantees and sub-grantees
to create IDAs for TANF-eligible persons (from households with incomes less than 200% of the
poverty level) or persons from a household whose adjusted gross income does not exceed the
amounts specified for the federal Earned Income Tax Credit (EITC) Program and whose net
worth does not exceed $10,000 (excluding the primary dwelling and one vehicle).
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Refugee Act

Federal funding from the Office of Refugee Resettlement will enable grantees and sub-
grantees to serve refugees who have earned income but whose household earned income at
the time of enroliment does not exceed 200% of the federal poverty level and whose assets do
not exceed $10,000 (excluding the value of a primary residence.)

Community Reinvestment Funds

W-2 agencies using Community Reinvestment funds may establish eligibility criteria within the
eligibility limits set for Community Reinvestment.

TREATMENT OF IDA SAVINGS

Assets For Independence & Refugee Acts

The client savings in an IDA account established under the Office of Community Services or
Office of Refugee Services grants are currently considered assets for the purpose of
determining eligibility for W-2, Food Stamps, Medical Assistance, and Refugee Cash and
Medical Assistance. The match funds reserved for a participant with an IDA account, including
accrued interest, are not available to the participant and are therefore not considered when
determining eligibility for W-2, Food Stamps, Medical Assistance, Refugee Cash and Medical
Assistance or any other federal means tested benefit. The match provided by the IDA program
is paid directly to the qualifying educational institution or for exempt home or business assets
and is not considered income in the month received.

Proposed federal legislation could change the treatment of client savings under these
programs. If such legislation is enacted, the Department will notify W-2 Agencies.

Community Reinvestment

Under 45 CFR 263.20, which governs the use of TANF funds, funds in an IDA account must
be disregarded in determining eligibility for or the amount of assistance in any federal means-
tested programs. Thus, if a W-2 agency uses Community Reinvestment or other TANF funds
to establish IDAs, the client savings in those IDAs would be considered an exempt asset.

The federal TANF law has designated IDAs as “non-assistance” services. Hence, a person’s

participation in an IDA Program does not tick a participant’s 60-month clock. See BWSP
Operations Memo 99-70 for additional information on “non-assistance” services.

Verification & Withdrawal Of Savings—All Programs

Verification of client savings amounts in an IDA account may be made with the financial
institution like any other savings. If the applicant/recipient indicates that a savings account is
an IDA account and the W-2 agency participates with TANF funds, the eligibility worker may
contact the IDA administrative agency (see attached list) to identify if the client savings are in a
TANF/IDA and are therefore exempt.

An IDA client may withdraw the savings in an IDA account under several circumstances:
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1. To purchase a house or establish a business. This transfer to an exempt asset would not
negatively affect eligibility.

2. To pay for post-secondary education or an emergency expense. If the withdrawal of
savings and payment to the institution is made in the same month, the asset (whether
exempt or counted) is expended and no longer an asset.

3. Client withdraws from program. Savings withdrawn from the IDA account become a
counted asset (even if they were not counted when in a TANF/IDA account) if they are not
spent in the month of the withdrawal.

ROLE OF W-2 AGENCIES

W-2 Agencies are encouraged to work with their local IDA Programs. IDAs are an asset-
building anti-poverty strategy and, as such, are a logical “next step” in Wisconsin’s successful
W-2 Program. FEPs and Resource Specialists may assist in these ways:

1. Refer eligible clients who are interested in saving for eligible activities to the IDA agency.

2. Provide financial literacy training to IDA participants to develop the financial management
and planning skills necessary to make the most of their income, savings, and assets.
Where available, combine IDA financial literacy training with training being offered through
the Financial Literacy Education Initiative sponsored by DWD and the Department of
Financial Institutions. The initiative will provide on-going credit rehabilitation and personal
finance educational supports to W-2 eligible participants and their families.

3. Use the Employed Student Assistance Program (ESAP) to help former AFDC/W-2 clients
pursuing post-secondary education using IDA savings and match required under ESAP.

4. Provide Job Access Loan in combination with IDA withdrawals to help participants obtain a
car or housing near employment. (Note: purchase of a car is an allowable use of an IDA
account only under the IDA grants funded by the Office of Refugee Resettlement.)

Local IDA Programs are seeking additional resources from a variety of sources in order to
adequately staff their IDA Programs, provide services, including financial literacy training and
case-management, and expand their programs to serve additional persons. W-2 Agencies
may utilize Community Reinvestment funds to support IDA Programs and participants in a
variety of ways, including the following:

1. Provide funds to IDA Programs to help participants develop asset management skills, such
as homeownership skills (how to buy a home, understanding a mortgage, what to look for
in a home, the responsibilities of homeownership, etc.) or Small Business Development
(assistance in the development of the components of a business plan, marketing plan and
financial plan.)

2. Provide funds to expand the match pool created by the IDA Programs in order to enroll and
assist additional W-2 or Welfare to Work (WtW) participants in setting up IDA Accounts.

3. Provide funds to cover other operating costs, including program management, recruiting
banks and participants, promoting IDAs, and evaluating programs.
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IDA ADMINISTRATIVE AGENCIES

ADVOCAP, INC

Michael Bonertz, Executive Director
P.O. Box 1108
Fond Du Lac, WI 54936-1108

Phone: 920/922-7760
FAX: 920/922-7214
Email: mikeb@advocap.org

CENTRAL WISCONSIN CAC

Fred Hebert, Interim Director
P.O. Box 570
Lake Delton, W1 53940

Phone:  608/254-8353
FAX: 608/254-4327
Email: cwcacgreg@dellsnet.com

COMMUNITY ACTION COALITION
FOR SOUTH CENTRAL WI. INC

Steven Pierce, Executive Director
1717 North Stoughton Road (HWY 51)
Madison, WI 53704

Phone: 608/246-4730 ext. 217
FAX: 608/246-4760
Email: tac@inxpress.net|

LAKESHORE CAP

Noel Ryder, Executive Director
540 North Eighth Street
Manitowoc, WI 54220

Direct Line: 920/686-8705

Phone: 920/682-3737

FAX: 920/682-3638

Email: lakeshorecap@Lakefield.net

NORTH CENTRAL CAP

Ron Schnyder, Executive Director

CAP SERVICES, INC

Karl Pnazek, Chief Executive Officer
5499 HWY 10 East
Stevens Point, WI 54481

Phone: 715/345-5200
FAX: 715/345-5206
Email: fapserv@coredcs.com

COMMUNITY ACTION, INC.
Rock/Walworth Counties

Arnell Jorgensen, Exec. Director
2300 Kellog Avenue
Janesville, WI 53545

Direct Line: 608/755-2472
Phone: 608/755-2470

FAX: 608/755-2246

Email: ommact2@jvinet.com|

INDIANHEAD CAA

Jerome Drahos, Executive Director
P.O. Box 40
Ladysmith, W1 54848-0040

Phone: 715/532-5594
FAX: 715/532-7808
Email: drahosj@usa.net

NEWCAP

Robert Koller, Executive Director
1201 Main Street
Oconto, W1 54153

Phone: 920/834-4621
FAX: 920/834-4887
Email: kollero@co.oconto.wi.us

NORTHWEST CSA

Richard Monson, Executive Director


mailto:capserv@coredsc.com
mailto:kbetenz@jvlnet.com
mailto:cac@danenet.wicip.org
mailto:robertk582@aol.com
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P.O. Box 1141 1118 Tower Avenue

Wisconsin Rapids, WI 54495-1141 Superior, W1 54880

Phone: 715/424-2581 Phone: 715/392-5127

FAX: 715/424-0771 FAX: 715/392-5511

Email: hccap@wctc.net| Email: rounsville@aol.com
RACINE/KENOSHA CAA SOCIAL DEVELOPMENT COMMISSION

Tom White, Executive Director Deborah Blanks, Executive Director

2113 N. Wisconsin Street 231 W. Wisconsin Avenue

Racine, Wl 53402 Milwaukee, W| 53203

Phone: 262/637-8377 Phone: 414/272-5600

FAX: 262/637-6419 FAX: 414/272-7982

Email: dblanks@execpc.com

SOUTHWEST CAP WEST CENTRAL CAA

Richard Strand, Executive Director Peter Kilde, Executive Director

149 North lowa Street P.O. Box 308

Dodgeville, W1 53533 Glenwood City, W1 54013-0308

Phone: 608/935-2326 ext. 201 Phone: 715/265-4271 ext. 328

STS: 608/267-7963 FAX: 715/265-7031

FAX: 608/935-2876 Email: pkilde@win.bright.net]

Email: Ewcap@mhtc.net|
WESTERN DAIRYLAND EOC WISCONSIN COULEE REGION CAP

James Schwartz, Executive Director Grace Sierer, Executive Director

P.O. Box 45 201 Melby Street

Independence, WI 54747 Westby, WI 54667

Phone: 715/985-2391 ext. 202 Direct Line: 608/634-7366

FAX: 715/985-3239 Phone: 608/634-3104

Email: Wolfgang@win.bright.net| FAX: 608/634-3134

Email: capadmn@frontiernet.net]

UNITED MIGRANT OPPORTUNITY UMOS — MADISON OFFICE
SERVICES (UMOS)

Lupe Martinez, Executive Director John Bauknecht

P.O. Box 04129 2317 International Lane #112

Milwaukee, WI 53204 Madison, WI 53704

Phone: 414/671-5700 Phone: 608/249-1180

FAX: 414/671-4833 FAX: 608/249-5959

Email: Lupe.Martinez@UMOS.org
LAO FAMILY COMMUNITY WISCONSIN WOMEN'’S BUSINESS

INITIATIVE CORPORATION
Soua Xiong, Executive Director
2331 W. Vieau Place Aveni Divgi, Program Manager
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Milwaukee, WI 53204

Phone: 414/385-3380
FAX: 414/385-3386

DWD/BWSP/ORS/SL

2745 North Dr Martin Luther King Dr.
Milwaukee, W| 53212

Phone: 414-263-5450
FAX: 414-263-5456



